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KEY ECONOMIC INDICATORS 


(IN BILLIONS OF U.S. DOLLARS, UNLESS NOTED) 


1987 1988 1989 est. 
Domestic Economy 

Population 1.5m 1.6m 1.65m 
Employment (000) 624.8 633.9 635.0 
GDP 24.15 23385 20eLo 
Per Capita GDP 16,000 14,906 LD, 303 
Inflation 5.5% 5.0% 4.5% 


Government Consolidated Accounts 

Total Public Revenue 6.32 5.88 6.81 
Oil Income 5.18 4.14 5.18 
Non-Oil Income 1.23 1.66 1.63 

Total Public Expenditure 8.28 8.99 9.26 
Recurrent Spending 6.91 Tome 7.35 
Development Spending 1<e7 1.06 1.09 

Government Accounts Balance -2.96 -3.11 -2.45 


Balance of Payments 
Exports 12.26 12.26 
% Oil & Gas 73% 70% 
Imports 7.08 8.44 
Trade Balance 5.18 3.82 
Current Account Balance 4.09 2.89 
Balance of Payments 1.70 1.61 
CB Foreign Exchange Reserves 4.7b 4.4b 
Avg. Exchange Rate Dh: $¢ 3.671 3.671 


U.S.-UAE Trade 

U.S. Exports to the UAE 545.3m 711m 850m 

U.S. Imports from the UAE 723.5m 578m 600m 
% Oil 86% N/A N/A 

U.S. Share of UAE Exports 6% 7% 8% 

U.S. Share of UAE Imports 8% 10% 12% 


Principal U.S. Exports in 1988: Passenger cars, oil and gas field 


machinery, cigarettes, power generation equipment, construction 
machinery. 


Principal U.S. Imports in 1988: Crude oil, textiles, unwrought 
aluminun. 


Sources: UAE Central Bank Annual Report, Dubai External Trade 
Statistics for 1986, Abu Dhabi’s Yearly Bulletin of Imports, Exports 
and Re-exports, U.S. Department of Commerce statistics. 





INTRODUCTION 


The United Arab Emirates (UAE), located on the eastern coast of the 
Arabian Peninsula, is a loose federation of seven small 
principalities whose total area is about the size of Maine. The 
emirates are Abu Dhabi, Dubai, Sharjah, Ajman, Umm al-Qawain, Ras 
al-Khaimah, and Fujairah. 


The area is naturally characterized by barren mountains, sand 
desert and salt flats. In the past, the economies were dependent 
on pearling, trading, and fishing. The recent exploitation of 
extensive petroleum deposits has radically transformed the area 
from a subsistence economy into a country of wealth and 
international economic significance in a very short period of 
time. Though social pressures on the old way of life are 
considerable, the transformation has been handled remarkably well. 


Oil was first exported from Abu Dhabi in 1962 and from Dubai 

in 1969, but it was not until the 1973 oil price leap that the 
newly formed UAE really took off. Huge strides have been made 
through the investment of oil revenues into the domestic 
hydrocarbons sector, the construction of an infrastructure, and 
other development projects on both the federal and emirate levels. 


The economic boom peaked in 1982, when oil prices reached their 
highest levels. 


Although less so than in the past, the UAE economy remains highly 
dependent on the country’s hyrocarbon resources. Recoverable 
petroleum reserves were officially estimated recently to be about 
100 billion barrels, of which 95 percent are inside the Abu Dhabi 
emirate. Reserves of this magnitude would last another 200 years 
at recent rates of production. 


Each emirate is ruled by a shaikh who retains considerable autonomy 
over most local affairs, including taxation, mineral resources, and 
commercial activities. Indeed, until the 1980s there was almost no 
federal regulation of business activity. Regulation was conducted 
in a traditional, ad hoc manner by individual rulers who still 
remain highly reluctant to relinquish regulatory authority to 
central institutions, though there exist efforts to strengthen 
federal authority. The emirates are unequal in wealth and power. 
This disparity is reflected in the number of positions allocated to 
each emirate in the federal government. 


ECONOMIC OVERVIEW 


The year 1988 was one of mixed blessings for the UAE, marked by 
cautious optimism and economic consolidation. The economy has 
weathered the relative recession of the mid-1980s, and the increase 
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in oil prices in 1987 began a new phase of economic growth in the 
country. Oil revenues have since sagged, but they remain well above 
1986 levels. The oil sector remains the chief determinant of growth 
in the UAE economy by virtue of its major contribution to the gross 
domestic product (GDP). The slight decrease in the 1988 GDP and the 
more substantial decrease in total government revenues were due to 
Abu Dhabi’s production restraint in the first quarter and the 
decline in international oil prices, which fell below $11 per barrel 
late in the year. A price collapse was arrested in the November 
OPEC meeting. 


SECTOR % CONTRIBUTION TO THE GDP 
1987 1988 1989 est. 
Oil 36.6% 33.4% 34.5% 


Non-Oil 3.4 65.6 
Government Services ‘ ‘ 12a 
Wholesale/Retail Trade 

Hotel & Restaurant 1 

Manufacturing 
Building & Construction 
Finance & Insurance 
Transport, Storage & 

Communications 
Real Estate 
Water & Electricity 
Other 


Total 100% 100% 100% 


GDP $24.15b $23.85b $25 .25b 


The government of the UAE, in charting the course of future 
development, consistently emphasizes its dual efforts to decrease 
dependence on petroleum and to increase the size and productivity of 
the private sector. In 1988, the contribution of the non-oil sector 
to the GDP did rise 3.2 percent to 66.6 percent, while that of the 
oil sector fell accordingly to 33.4 percent. Total domestic credit 
to the public and private economic sectors continued to grow, and in 
1988 rose 7.3 percent. The major factor behind the increase was 
credit to the private sector; it grew by 9 percent to $11.6 billion 
in 1988. During the same period, credit extended to the public 
sector declined. 


The depreciation of the dollar has caused a considerable increase in 
the costs of imports from Europe and the Far East. The effects of 
the lower dollar have thus far been minimized by the completion of 
most of the major infrastructure projects of the development boom 
and cost-cutting in both material and labor. There is now a trend 
toward decreasing the size of the country’s huge expatriate 
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population, which represents well over 80 percent of the total UAE 
work force. From now on, imports of new labor will depend on the 
specific requirements of a new project. 


Government Finance. Total public revenues in the 1988 consolidated 
accounts fell 6.9 percent, primarily due to the substantial drop in 
oil revenues since 1987. Following repeated calls by UAE financial 
authorities for budget reductions, total public expenditures also 
declined, by 3.2 percent. Recurrent expenditures, which account for 
nearly 80 percent of total public spending, rose by 4.3 percent. 
Development spending for projects such as roads, government 
buildings, and electricity fell by 28 percent. The resultant 
deficit in the UAE consolidated accounts increased 5.5 percent over 
last year and was financed by the banking sector and local 
government contributions. 


In 1988, 70 percent of government revenues were from oil. The rest 
came principally from ministry fees, the federal communications 
monopoly Etisalat, and borrowing. There is no taxation in the UAE, 
aside from taxes on oil firms and import duties. All oil revenues 
accrue to the emirate governments, which are obligated under the 
UAE’s constitution to contribute 50 percent of this income to the 
federal government. The Emirate of Abu Dhabi contributes more than 
50 percent of its oil revenue to the federal government including 
the funds it expends on the defense and police budgets. In 
addition, Abu Dhabi provides the funds to cover the federal deficit, 
which it borrows in part from the local banking sector and 
ultimately pays for by dipping into accumulated reserves. 


Balance of Payments. The balance of payments remained positive 

in 1988, but did decrease by 5 percent. The overall balance of 
trade also continues to be comfortably in the black, even with the 
26 percent drop it registered in 1988. The 30 percent drop in the 
current accounts surplus was due to the decline in the value of oil 
and gas exports, as well as an increase in the value of imports. 

The major increases in imports occurred in manufactured goods, 
machinery and transport equipment, which together accounted for 70 
percent of total value of imports. The U.S. share of imports rose 2 
percent in 1988. The current year should witness a surplus of $5.18 
billion in the UAE trade balance. 


Hydrocarbons. Three emirates -- Abu Dhabi, Dubai, and Sharjah -- 
are significant oil producers. Crude oil output peaked in 1976-77 
when the UAE reached a level of production of 2 million barrels per 
day -- 1.7 million b/d for Abu Dhabi alone. Abu Dhabi 
decision-makers subsequently ordered a production cutback in line 
with a new production policy to maximize the ultimate yield from the 
fields. After 1982, the imposition of OPEC quotas resulted in 
further cutbacks. Since 1979, liquified and associated natural gas 
have been exported from the UAE. The plunge in oil prices has made 
cost-cutting, especially in Abu Dhabi, an important objective. This 
goal is being pursued through a greater use of data processing, 
including supercomputers; 
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reducing and retraining staff; cutting back on exploratory drilling; 
and increasing the efficiency of development drilling. Perhaps the 
major new growth area is in management, maintenance, and repair of 
existing installations, reflecting the Abu Dhabi National Oil 
Company’s concentration on economy and efficient management. Oil 
field suppliers (spare parts, tools, chemicals, and drilling muds) 
have decreased their level of activity, although the area as a whole 
remains one of major U.S. business opportunities. 


Banking. The UAE has been described as overbanked, with 47 fully 
licensed commercial banks -- local and foreign -- including one 
American bank. The foreign banks find themselves competing for too 
small a market, but the local banks are more solid than the 
situation might suggest because of the enormous public and private 
financial reserves that can be mobilized to ease the pressure on 
banks with bad debt problems. Total domestic credit continues to 
grow. 


The UAE’s Central Bank continues to introduce reforms that will 
gradually eliminate the problem of nonpaying loans. In 1986, 
directives from the Central Bank established the rule of keeping a 
1:1 ratio between advances and deposits and required all banks to 
obtain the requisite securities from all borrowers -- regardless of 
title or position. The Emirate of Abu Dhabi moved to dissipate some 
of the uncertainty surrounding interest rates when the ruler 
directed that civil cases concerning banking disputes should be 
handled in civil, rather than Sharia (strictly Islamic) courts. 
Civil courts in both Dubai and Abu Dhabi uphold interest rates of up 
to 9 percent on noncommercial loans and 12 percent on commercial 
borrowings. 


Because of the relatively small size of the UAE economy and the 
government’s firm commitment to open currency markets, the UAE 
Government in effect does not have or use tools to control the money 
supply. With vast amounts of private assets held abroad and flowing 
freely into and out of the country, there is no effective government 
control of the money supply through direct measures. The government 
in effect relies on market forces, which have worked in a reasonably 
satisfactory manner to restrain excessive fluctuations in the money 
supply. 


GENERAL COMMERCIAL OUTLOOK 


The future commercial outlook of the UAE is bright for several 
reasons. First, the government philosophy towards business is one 
of a strong commitment to a free enterprise environment, and 


particularly, to growth of the private sector and diversification 
into non-oil areas. 
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Second, the UAE is quickly becoming recognized as a regional 
entrepot and center for commercial promotion. The free-trade zone 
at Jebel Ali in Dubai continues to show enormous growth in the value 
and weight of the imports and exports which it handles, due largely 
to the generous incentives it offers users. The port is 
well-located to service shipping lines operating between West 
Europe, the United States, the Indian subcontinent, the Far East, 
Australia and New Zealand. The 67 berths can receive all types of 
cargo and container ships, as well as tankers. The storage complex 
provides a base for the regional distribution of machines, equipment 
and consumer goods. There are additional, though smaller, 
free-trade zones in four of the other emirates. 


Third, the market for exports is much larger than the population of 
the UAE alone would suggest. The businessperson enjoys the 
advantages of the regional economy of the Gulf Cooperation Council 
(GCC). The six member states of the GCC (Bahrain, Kuwait, Oman, 
Qatar, Saudi Arabia, and UAE) are beginning to share a market in 
which goods and services flow relatively freely across national 
borders. Markets in Iran, Iraq, East Africa, and the Indian 
subcontinent are also important for UAE distribution. 


Finally, the cease-fire in the long-running war between Iran and 
Iraq has increased investor confidence in the region as a suitable 
commercial center. Many observers hope that the UAE will play an 
important role as a base for firms to participate in the 
reconstruction of the war-ravaged countries, estimated to cost 
$150-$200 billion. 


GOVERNMENT ATTITUDE TOWARDS FOREIGN INVESTMENT 


Incentives. The UAE Government has a highly positive, laissez-faire 
attitude toward foreign investment. The country has survived the 
recession of 1986, and its economy is expected to expand and develop 
as a result of the substantial wealth and business activity 
generated by oil and gas revenues. The current rulers of the UAE 
favor private enterprise. The economy will remain largely dependent 
on foreign-manufactured goods and, at least for the present, on 
foreign technological and professional experience and skills. 
Foreign investment and business activity is therefore encouraged and 
generally protected by the rulers, the federal government, and the 
legal system. Furthermore, the business community is still 
comparatively free of government regulation or involvement. 


One of the primary attractions of conducting business in the UAE is 
that many areas of commerce remain essentially unregulated. There 
are no income tax laws, corporate or individual, in the country. 

There are few laws which limit repatriation of profits, or regulate 
exchange control, acquisition, takeovers, or bankruptcy. There are 
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no discriminatory import/export policies affecting business, no 
tariff/non-tariff barriers, and no import price controls. 


The government encourages investment in free-trade zones and in the 
development of light industry. Jebel Ali is internationally 
recognized as providing highly competitive facilities and 
incentives. A brief list of investment incentives offered at Jebel 
Ali includes 100 percent foreign ownership, 100 percent repatriation 
of capital and profits, no currency restrictions, cheap energy, and 
import duty exemptions. Foreign-owned firms have the same 
investment opportunities in free-trade zones as domestic firms. 


Federal Law No. 1 of 1979 provides privileges and exemptions for 
certain industrial projects which include reduced cost for land use 


and building rental, supply of electricity and water, and exemption 
from custom duties. 


There are no laws regarding employment of UAE nationals which affect 
foreign investment other than partnership and joint venture 
regulations, discussed below. Enforcement of the "instructions" 
which require employment of nationals in the banking and petroleum 
sectors is limited. In a country where nationals comprise only 20 
percent of the total labor force, it is difficult to find citizens 
to fill positions in the government bureaucracy, let alone private 
companies. Although authorities might like to require foreign 


private businesses to employ UAE nationals, strict enforcement is 
unlikely. 


The UAE is not only a member of the GCC, but also has bilateral 
investment treaties with Morocco, Tunisia, and Egypt. Credit 
available has increased considerably over the past two years, and 
access to credit for the private sector remains good. Investment in 


the UAE is likely to remain attractive and open for the foreseeable 
future. 


Regulations. In general, there is minimal regulation of investment 
in the UAE. Since 1985, though, two trends are apparent which have 
been altering the face of business in the country. First, business 
is increasingly subject to policy which is codified at the federal, 
rather than the emirate, level. Second, there are increasing legal 


requirements concerning the participation of UAE nationals in 
business. 


The Companies Law (Federal Law No. 8 of 1984) provides for the 
routine establishment of joint venture entities on a limited 
liability basis; formalizes the requirement that any joint venture 
entity organized in the UAE must have 51 percent local ownership; 
and reserves the existing practice of the establishment of branches 
of foreign companies, provided they have a UAE national "sponsor," 
who receives a fee but is not an owner. In the absence of a statute 
authorizing different forms, most joint ventures in the UAE between 
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foreign companies and local individuals or entities have been 
organized as partnerships. The Companies Law, however, reserves the 
partnership form of business for UAE nationals. As a result, 
existing joint venture partnerships will be required to reorganize 
in order to conform to the requirements of the law. The Companies 
Law has not been enforced strictly thus far, but full implementation 
is more likely now that it has been amended with Federal Law No. 13 
of 1988. This amendment clarifies provisions of the law and 
transfers primary authority for supervision of companies from the 
federal government to individual emirates. 


The Commercial Agencies Law, Federal Law No. 18 of 1981, governs the 
sales of foreign companies’ goods in the UAE through the appointment 
of a local agent. It is strictly implemented. A key provision 
calls for the compensation of an agent in the event of the 
cancellation of the agency. The law was recently amended by Federal 
Law No. 14 of 1988, which provides greater power for the authorities 
in individual emirates with regard to the operation of commercial 
agencies. Expected to result in increased observance of the 
registration requirements, it will take some time before the manner 


in which the new amendments will be interpreted and enforced becomes 
apparent. 


The UAE is a member of the World Intellectual Property Organization 
(WIPO) and attempts to enforce its policies, but there exists in 
reality very little protection of trademarks or patents in any of 
the emirates. The issue of trademarks has become a federal matter 
allocated to the Ministry of Economy and Commerce. 


It is possible that some difficulty in the commercial sphere may 
arise due to the comparative lack of codified and published case 
law. Thus far, the arbitration of investment disputes has been on 
an individual case basis, according to the procedures of individual 
emirates, leaving the federal government only a secondary role. The 
UAE record of handling such disputes has normally been 

satisfactory. The legal system of the UAE, particularly as it 


affects the business community, is undergoing rapid development and 
rationalization. 


IMPLICATIONS FOR THE UNITED STATES 


Because the UAE dirham has been pegged to the U.S. dollar at 

Dh 3.761 = $1 since 1980, U.S. exports to the UAE have become 
increasingly competitive as the dollar has fallen in relation to 
Japanese and European currencies. U.S. export opportunities have 
greatly increased. U.S. exports to the UAE were $710 million in 
1988, an increase of 14.7 percent over 1987 ($619 million). This is 
mainly attributed to the decline of the dollar value vis-a-vis the 
currencies of the UAE’s major trading partners. Despite the fact 
that this decline favored U.S. suppliers, they did 
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not reap the full benefit of these opportunities. Occasional lack 


of aggressiveness on the part of U.S. suppliers created unnecessary 
barriers. 


Until mid-1989, the UAE has witnessed a constant growth in exports 
from the United States both in terms of competitiveness and quality 
of services. There is significant U.S. investment in many sectors 
of the UAE economy. The United States has about a 15 percent share 
of the market; sales increased $100 million between 1987 and 1988. 


Getting into the Market. The main business centers in the UAE are 
Abu Dhabi, Dubai, and Sharjah, with Dubai holding an undisputed top 
position in commerce and Abu Dhabi continuing as the center of 
financial and government activity. Sharjah is making efforts to 
attract an increased volume of commercial trade and to establish 
manufacturing plants. 


All individuals engaged in business are required to obtain licenses 
to operate from the municipal authorities of each emirate. 
Businesses must also register with the federal Ministry of Labor to 
obtain work permits and residency visas for their expatriate 
employees. 


Best Prospects For Exports of U.S. Products and Services 


Oil Field Services and Supplies. Oil and gas field supplies and 
related services remain one of the biggest export markets for U.S. 
firms, despite fluctuations in oil prices and production quotas set 
by the Organization of Petroleum Exporting Countries (OPEC) and the 
decline in number of fields being developed. The emphasis will be 
on maintaining an efficient, highly qualified professional work 
force and ensuring that the facilities are designed, operated, and 
maintained on the highest technical standards. Tenders for the 
import of various oil and gas field-related equipment/services such 
as spare parts, tubular goods, instrumentation, wellhead equipment, 
measuring instruments, pipes and fittings, and christmas trees are 
regularly floated. Total value of oil and gas field 
equipment/machinery imported by the UAE in 1988 amounted to $126 
million, of which the U.S. share was 50.2 percent. In 1987, imports 
worth $105 million were made, with the U.S. share reaching 54.5 


percent. An estimated 16 percent annual real growth is predicted 
over the next three years. 


Electrical Power Generation and Transmission. The giant industries 
of electrical power generation, desalination of seawater, and 
distribution of electricity and water offer a number of leads for 
American firms. Generation of electricity from the UAE’s 
approximately 13 power-cum-desalination plants is estimated to be 
about 2,745 MW and water production to be 200 million gallons per 
day (MGPD). Demand for electricity and water is constantly growing 
at the rate of 15-20 percent per year. 
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In order to meet requirements of water and electricity until the 
year 2010, the Government of Abu Dhabi recently awarded the 
consultancy contract for the giant Taweelah phase "B" 
power-cum-desalination conplex. Phase "B" will have a rated 
capacity of producing 400 MW of electricity and 40 MGPD of 
desalinated water. Overall cost of the Taweelah phase "B" complex 
is about $762 million, with completion expected in 1993. The 
emirate will achieve a total capacity of 3,500 MW and over 300 MGPD 
of desalinated water by 1996 when the entire national grid is 
completed. Similar expansion is under way in Dubai and the northern 
emirates, which experience power and water shortages in the hot 
summer months. Planned investments in the water and electricity 
industry are worth $250 million per year. The U.S. share of this 
market is currently well over 32 percent. 


Best prospects for U.S. firms in electrical power generation and 
transmission include, but are not limited to consultancy and 
engineering services, gas and steam turbines, deisel engines, 
desalination units, water storage tanks, switchgears, transformers, 
generators, substations, power cables, overhead transmission lines, 
boilers, consulting services, and power plant maintenance. 


Medical Equipment and Services. Both the federal and local 
government authorities are committed to providing the best possible 
health care services to citizens and expatriates through 33 
hospitals and 25 clinics. UAE nationals are entitled to free 
medical care, and expatriates pay only nominal charges for specific 


treatments. There are over 7 private hospitals and 170 clinics in 
the UAE, which together provide a total of 13,200 beds. With plans 
to procure nuclear magnetic resonance machinery from the U.S. 
company General Electric, the UAE will possess some of the most 
modern and state-of-the-art medical technology. Although the 
medical products market is competitive, it still offers a market of 


$50 million per year. The U.S. share of the market is over 8 
percent. 


During the present fiscal year and for the next two years, the 
federal Ministry of Health plans to install a radio therapy center 
worth $8.1 million, to open 15 new clinics, and to build two 
pediatric hospitals. There are also plans for a new 250-bed 
maternity hospital, a 150-bed military hospital, and a 520-bed 
central emergency hospital. Apart from the purchase of medical 
equipment for the proposed structures, the design and construction 
of these facilities present additional opportunities for U.S. 
companies. Furthermore, the construction of the medical school at 
the UAE University in Al-Ain offers substantial sales prospects to 
U.S. suppliers. 


Best prospects for U.S. firms exist in all medical supplies, but 
particularly in X-ray machines, scanners, cardiology equipment; 
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surgical equipment and accessories; thorasic surgery, neurosurgery, 
and orthopedic equipment; AIDS detecting/testing and analyzing 
equipment; advanced cancer treatment and analyzing equipment; mobile 
hospitals; brain surgery equipment; consumable products; 
robot-assisted elisa testing equipment; radiotherapy equipment; and 
medicines and pharmaceuticals. 


Computers and Word Processing Equipment. The UAE market for 
computers and peripherals has attracted the big names of the world 
computer industry, such as IBM, WANG, PRIME, DIGITAL, NCR, HP, and 
COMPAQ. Total computers and parts imported into the UAE during 1988 
amounted to $88.4 million, an increase of 37 percent 

over 1987. This upward trend in imports provides ample indication 
of continued market growth. The U.S. share of the market is well 
over 16.7 percent. 


Most of the opportunities exist in super-minis, minis, micros, 
super-micros, peripherals, training, maintenance, and repair. 
Research indicates that the market in these areas is growing 
steadily. Supercomputers, however, show only a marginal growth due 
to the limited number of end-users. The overall market is composed 
of the following segments: government institutions on both federal 
and emirate level, oil companies, banks, commercial companies, 
industry, and individuals. The general desire to acquire advance 
equipment has fueled rapid growth in the computer market. 


Telecommunications. The telecommunications system in the UAE is 
among the most modern in the world. With the exception of some 
local cable manufacturing, all telecommunications requirements are 
met through imports. At present, the UAE has 96 telephone exchanges 
and a capacity of 334,552 lines. It has 300,000 telephone 
subscribers, 6,312 telex subscribers (capacity 9,344), and 13,800 
mobile telephone users (capacity 15,000). It also maintains 1,100 
pay phones and direct dialing connections with over 150 foreign 
countries. The major end-user of telecommunications equipment is 
the Emirates Telecommunications Corporation (ETISALAT), which is 
responsible for providing all telecommunications services in the 
country. ETISALAT is 60 percent owned by the UAE federal government 
and 40 percent by private shareholders. Other end-users include the 
Ministry of Interior, the police departments of all seven emirates, 
oil companies, and the private offices of each emirate ruler. 


The UAE follows the international CCITT telecommunications 
standards. U.S. telecommunications manufacturers, particularly 


those who have been exposed to European standards, should have no 
difficulty in complying. 


In 1988, imports of telecommunications equipment were $342 million, 
a 23 percent increase over 1987. The U.S. share of the market was 
17 percent. Japan is still the leading supplier, but its market 


share saw a drop from 61 percent in 1986 to 57 percent 
in 1988. 
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Despite its sophistication, the telecommunications system is 
continuously being upgraded and expanded. For the next three years, 
ETISALAT has earmarked over $1 billion to modernize its services. 
The 1989 development plan calls for an investment of $215 million. 
Of this, $70 million has been allocated for the acquisition of 
telecommunications equipment; $60.5 million for the microwave 
system; $16 million for ground networks and cables; $8.8 million for 
solar-powered transmission stations; and $11 million for various 
mechanical equipment and exchanges. Other growth areas in the 
telecommunications industry include PABX systems, telex and fax 
machines, modems, coin-operated telephone booths, videotex systems, 


mobile phones, paging systems, cable television network systems, and 
fiber optics cable. 


Air Conditioning and Refrigeration Equipment. Air conditioning and 
refrigeration constitute another promising market for U.S. 
suppliers. In 1988, the UAE imported $128 million worth of air 
conditioning and refrigeration equipment, an increase of 34 percent 
over 1987. Ninety percent of these imports were for air 
conditioning equipment and parts, and the remainder for 
refrigerators and refrigerating equipment and parts. 


In this thriving market, the Japanese have the lead in the air 
conditioning sector with an approximate 46 percent share of the 
market, followed by the United States with 26 percent. Japan 
dominates the window and split units, whereas the United States is 
the leader in central air conditioning. Well-known American firms 
such as Carrier, Trane, York, Admiral, Philco, Frigidaire, 
Kelvinator, and many more are well-established in the market. In 
the smaller refrigeration segment, the United States has the lead 


with about 35 percent of the market, followed by Japan with 20 
percent. 


End-users from consumers to architects and consultants have become 
more quality-conscious and particular in their choices, but there is 
always room for new concepts and state-of-the-art air conditioning 
and refrigeration technology. 


Food and Live Animals. In 1988, the UAE imported $963 million worth 
of food and live animals for human consumption and $105.4 million 
worth of beverages and tobacco. (A proposed law has recently been 
drafted by the federal authorities to levy a 50 percent import duty 
on tobacco and cigarettes as opposed to the existing 30 percent; all 


other food products, beverages, live and slaughtered animals remain 
duty-free.) 


The United States has maintained its substantial share of the market 
against fierce competition from the United Kingdom, France, Denmark, 
the Netherlands, the Federal Republic of Germany, Japan, and other 
Far Eastern countries. Major brands of U.S. products, including 
processed food, chicken, beef, and beverages, are available in 
leading supermarkets and stores. In addition, several American 





-14- 


fast-food chains and hotels in the country assist in increasing 
imports from the United States. The opening of a Coca-Cola bottling 
plant in the UAE, and the recent promotional efforts for selected 
Amercian wines, are further signs of continuing market growth. 


Automobiles and Spare Parts. Export opportunities await U.S. 
suppliers in this promising industry. Passenger cars constituted 
the principal U.S. export to the UAE in 1988 ($74 million). Other 
major exporting countries were Japan, West Germany, Italy, France, 
and Sweden. Russian passenger cars were also introduced into the 
market. The American share of the passenger car market has 
increased in recent years, with the U.S. share of automobiles and 
spare parts now well over 10.5 percent. General Motors and Ford are 
well established and maintain highly qualified distribution networks 
in the country, in addition to providing after-sales services. 


Best prospects for U.S. firms exist in automobiles, four wheel drive 
wagons, jeeps, spare parts, tires, mufflers, exhausts, batteries, 
and lights. 


SOURCES OF ECONOMIC AND COMMERCIAL INFORMATION 


For information which concerns the general market environment, the 
status of particular projects, or upcoming promotional events, 
please contact the following: 


The Federation of UAE Chambers of Commerce and Industry 
P.O. Box 3014 

Abu Dhabi, UAE 

Tel. (971) (2) 214144 


Abu Dhabi Chamber of Commerce and Industry 
P.O. Box 662 

Dubai, UAE 

Tel. (971) (2) 330880 


Dubai Chamber of Commerce and Industry 
P.O. Box 1457 

Dubai, UAE 

Tel. (971) (4) 251222 


Sharjah Chamber of Commerce and Industry 
P.O. Box 580 

Sharjah, UAE 

Tel. (971) (6) 351222 
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American Business Council of Dubai 
International Trade Center, Suite 1609 
Dubai, UAE 


Tel. (971) (4) 377735 


Foreign Commercial Service 
Amerian Embassy 

P.O. Box 4009 

Abu Dhabi, UAE 

Tel. (971) (2) 345545 


Foreign Commercial Service 

Branch Service, Consulate General 
P.O. Box 9343 

Dubai, UAE 

Tel. (971) (4) 378584 
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EC 1992: GROWTH MARKETS—Export 
Opportunities in Europe includes: 





U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


@ Asummary of the European Commutu- 
nity’s 1992 Internal Market Program and 
its trade impact. 

@ Market analyses of EC and other West- 
ern European countries, including best 
prospects for U.S. exports. 

The market potential in Europe of a se- 
lected list of products. 

An appendix, a glossary, a bibliography, 
and lists of contacts in the United States 
and Europe for additional information. 
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